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At a May 18-21 "Foreign Debt Conference" of Latin American labor leaders in Sao Paulo state,
Brazil, participants concluded that the greatest obstacles to developing nations' socio- economic
development are the foreign debt burden and the protectionist policies of the world's major
industrialized nations. Attending the congress, which took place on the state university campus
(Unicamp) in Campinas, Sao Paulo, were 200 delegates representing 57 labor unions in 24 Latin
American countries. According to the "Sao Paulo Act" discussed by the delegates, the leading cause
region's accumulated foreign debt are the unequal terms of trade in the world market experienced
by Latin American and Caribbean nations. The document, prepared by conference organizers,
stated that in 1985 alone, unequal trade relations caused the loss of $30 billion in regional export
earnings. The Act emphasized that the protectionism and dumping practices undertaken by the
United States and the European Economic Community (EEC) are contradictory to the free trade
policies promoted by respective governments. The IMF and the World Bank were also the targets
of criticism, particularly because they reportedly ignore the harsh economic realities confronted by
nations in the region, choosing instead to concentrate on public budget balancing. Both institutions
were characterized as "gendarmes," motivated above all by the defense of commercial bank profits.
Another document leading to heated debates concerned the calculation of the region's "legitimate"
vs. "illegitimate" foreign debt, results of a study prepared by Colombian labor groups. According
to this study, of the aggregate $370 billion in foreign debt in 1986, only $20.5 billion of the total were
declined as "legitimate." This total was arrived at by subtracting: $111 billion in interest charges
(results of extraordinarily high interest rates, such as 20%-plus rates reached in the second half of
the 1970s); $95.8 billion borrowed due to reduced export earnings, result of unfair terms of trade;
about $89.5 billion in capital flight; and, $53.2 billion borrowed to cover interest payments on old
loans and to settle balance of payments deficits. Colombian labor representatives then argued that
even assuming that the accumulated debt is "legitimate," creditors are responsible for creating
conditions which militate against debtors' ability to make debt service payments. Included here
are debt payment terms; recessionary economic adjustment policies dictated by the IMF and other
multilateral institutions; falling commodity prices on the world market; protectionism; high interest
rates; restricted access to financial resources; and, the stagnant or low level economic growth in
the world's major industrialized economies (in part, the result of "excessive" military spending).
Citicorp's decision to increase its loan loss reserves to $3 billion was interpreted by the labor leaders
as yet another obstacle to the Third World nations' access to commercial credit. On the last day of
the conference, delegates declared that 1988 would be the year to mobilize respective labor groups
throughout the region to demand suspension of foreign debt payments. (Basic data from PRENSA
LATINA, 05/21/87, 05/22/87)
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